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The Profession 

The Society has continued to focus its activities through its committee and sub- 
committees. 

The Life Insurance sub-committee has continued to be busy. Work continues with the 
Society of Accountants on the development of financial reporting standards for life 
companies. A margin on services regime similar to that in Australia is expected to  be 
the result. Draft standards have been developed, debated and revised but not yet 
finalised. The Appointed Actuaries regime has been rejected by Government. 

The Human Rights legislation passed in 1993 continues to present challenges to the 
Human Rights Sub-Committee. Ongoing discussions continue with the Human Rights 
Commission and have resulted in the preparation of a draft guidance note. Industry 
guidelines are also being developed, in association with the Commission, to assist 
practitioners in various fields comply with the legislation. 

The Superannuation Sub-Committee has produced a new professional standard for 
Actuarial Reporting for Superannuation Schemes, which the Society has adopted. 

The Matrimonial Property Sub-Committee has produced a discussion paper on the 
issues associated with the division of matrimonial property. It is expected that a draft 
guidance note will follow. 

The current numbers in the Society are: 

Fellows 120 
Retired 3 
Students 74 
Others 15 

212 



Economic Overview 

New Zealand's rates of inflation and wage growth are still within bands that are low 
when compared to 10 years ago, but have rebounded from the very low levels of the 
past few years. 

Year Ending CPI Wage 
31 March Increase Growth 

The National Average Ordinary Time Wage as at May 1995 was $30,330 

Interest rates on term deposits have stabilised and remain in a band from 7.5% to 8.5%, 
with short term cash deposits at 8%. The rate on variable housing mortgages is 10.25% 
per annum. The yield on five year Government stock is 7.2% compared with 6.5% in 
1994 and 8.5% in 1991. The sharemarket index is around 2,100, following a 20.1% rise 
over 1995. Commercial property performance has picked up with rents increasing as 
vacancy rates fall. 

.The New Zealand dollar presently buys USD 0.68, AUD 0.90, GBP 0.44, CAD 0.93 
and DEM 1.00. 

The Reserve Bank Act remains a key influence on the New Zealand economy as the 
Governor of the Reserve Bank continues to keep monetary conditions tight in an 
attempt to control inflationary pressures. With economic growth rates between 3% and 
6% over the past two years, and a buoyant residential property market in Auckland in 
particular, inflationary pressures have mounted, necessitating Reserve Bank action to 
keep underlying inflation within the 0% to 2% target range. Short term interest rates are 
therefore higher than might be expected with real interest rates among the highest 
currently available internationally. 



Political Review 

The National (conservative) government elected in October 1990 and re-elected with a 
reduced majority in 1993 has continued the reform process but at a reduced rate given 
its slim majority. Included within the reform process is the electoral system itself which 
is to change to a proportional representation system at the next general election, due 
this year. As a result of the political changes, the main National and Labour political 
parties have fragmented somewhat with a number of MPs leaving to set up a range of 
smaller parties. Much political effort currently seems to be involved in arranging 
potential coalition partners in the expectation of no single party having an outright 
majority following the coming election. 

With this year being an election year, social issues are high on the public agenda, with 
the Government highlighting its successes in reducing unemployment and Opposition 
parties pointing to difficulties in Education and Health, in particular. 

Fiscal Policy 

Government fiscal surpluses have become a reality in New Zealand, for the first time in 
more than 20 years. The Finance Minister has remained committed to  repayment of 

' 

Government debt, targeting debt levels of  30% of GDP by June 1997. Income tax cuts 
have been clearly signalled to follow the achievement of this target. In the meantime 
maximum income tax rates have remained at 33%, with a consumption tax at 12.5%. 

While there is potential for the current direction of economic policy to change following 
the election, most commentators expect the economic reforms of recent years to remain 
largely intact following the next election. 

Superannuation 

A multi-party political accord on superannuation adopted the recommendations made to 
it by a Task Force investigating Private Provision for Retirement. The appointment of 
the Retirement Commissioner was a Task Force recommendation. One of the 
Retirement Commissioner's functions is to promote education. To date there has been 
little action in this area, and some criticism as a result, but funding has now been 
arranged including contributions from the retail superannuation industry. It remains to 
be seen how effective education programmes will be when the Commissioner 
undertakes a review of the existing regime in 1997. 



Decisions by the Courts continue to keep the sponsors and trustees of superannuation 
schemes busy. Two cases in paiticular, Rangitira and Alexander and Alexander, have 
required schemes to review their treatment of provision for tax on capital gains. As a 
result many schemes are now required to make full provision for tax on capital gains 
where previously they may have been required to make only a partial allowance. 

Life Insurance 

Competition within the life insurance industry remains intense, with both banks and unit 
trusts aggressively competing with traditional life offices for long term savings. The 
prevailing view remains that there are too many life insurance companies within the 
market, but there has been little activity to date to change this. 

The opportunity to introduce an Appointed Actuary regime has passed. Current 
thinking within Government strongly favours self regulation, with publicity, as has been 
evidenced by recent changes in banking and general insurance supervision. In both cases 
the onus lies with the Board of Directors to provide accurate and timely financial 
information to the market, supported by a credit rating from an agency such as 
Standard and Poors or Bests. An Appointed Actuaries regime, at least in a form similar 
to that in Australia or the United Kingdom runs contrary to this view. 

Recent legislation has been introduced to make "the playing fields more level" for all 
savings products. This requires life insurance savings products, unit trusts, 
superannuation schemes and other financial investment products offered to the public to 
produce similar sales information. The legislation is still at the Bill stage but is expected 
to. be passed without substantial change. 

Health Care 

The reform of the health system has remained a topic of much public and political 
debate. While the reforms are in place, separating the roles of providers and purchasers, 
there is considerable pressure on the public health system with limits on overall 
expenditure causing stresses. There are undoubtedly opportunities for further reform 
and efficiencies to be made but whether these can be undertaken in the changed pbIiticaI 
arena remains to be seen. 

Asset Consulting 

Actuaries have continued to expand their expertise in the asset consulting field, defining 
investment objectives and strategies consistent with the superannuation scheme 
liabilities 



Other Areas 

Besides health insurance and asset consulting, actuaries have also attempted to expand 
into general insurance, but with limited success to date. 

The profession has many challenges ahead of it. In contrast to many countries, there is 
little legislative requirement or protection for the role of the actuary in New Zealand. 
As a result the Society, with the support and commitment of its members, must actively 
pursue measures to avoid becoming increasingly marginalised. 


